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Price Anchoring for  
‘New to Market’ Products

Research across multiple industries has 
shown that many companies do not 
effectively use pricing to capture the 
right market share for their products 
and services, especially at the time of 
new product launch. In this article, the 
authors explain how employing price 
anchoring, a pricing strategy in which a 
company charges a relatively high price 
for a limited duration when a product 
with substantial competitive advantage 
is launched, can help companies signifi-
cantly improve margins with new mar-
ket launches. Sudipto Banerjee is a Cer-
tified Pricing Professional (CPP) from 
the Professional Pricing Society (PPS) 
with more than 12 years of pricing 
strategy experience. He can be reached 
at Sudipto_Banerjee@bus.emory.edu. 
Vinay Srinivas has over seven years of 
pricing experience. He can be reached 
at Vinay_Srinivas@bus.emory.edu. 

Research with organizations 
across numerous industries has 
shown that many organiza-
tions do not capture the right 

margin by setting the right price for 
their products and services at the right 
time. This is especially true at new prod-
uct launch of innovative, new-to-market 
products and services. Many companies 
would like to fully understand the value 
of such a product in the market so that 
they do not have to anchor it near the 
closest proxy product available. In to-
day’s fast-paced and competitive environ-
ment, companies need a more strategic 
and dynamic approach to pricing new 

products and services. 

Why is this important?
Setting the right price at launch is very 
important for many reasons, including:

• Capturing willingness to pay a premium 
by early adopters

• Leveraging first mover or mass geo-
graphical availability advantage

• Setting an anchor point for new-to-mar-
ket product by enhancing price index by 
geography vs. competing or upcoming 
products
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t 21st Annual PPS Fall Conference:  The Palace Hotel – San Francisco, CA; 
October 27-29, 2010.  Workshops and special events offered on Wednesday, Oc-
tober 27 include:

• PPS 2nd Annual Pricing for Executives Summit – Harold Peck, Phillip 
Yieh, Lydia DiLiello, Murray Deal, Hitendra Wadhwa
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Saunders
• Making Pricing Flexibility Under the Law Work for You – Eugene Zelek
• How to Create and Develop the Pricing Team of the Future – David 

Palmer
• Developing Optimal Pricing & Reimbursement Strategies in Today’s 

Global Healthcare Markets – Christian Schuler

For the most up-to-date information about PPS events and programs, please 
visit our website at www.pricingsociety.com frequently.
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Source: Technology (or solution) 

adoption process, as described in Geoffrey Moore's book Crossing the Chasm1

Following this approach, a company can improve price realization for the new product by leveraging sequential price anchoring.

Price anchoring is a pricing strategy where a company charges a relatively high price for a limited duration when a product 

with substantial competitive advantage (for e.g. an innovative, new-to-market product) is launched. The objective with price 

anchoring is to “skim” off consumer segments’ willing to pay a premium to experience the product sooner. Once the sales volume 

begins to decline at the initial launch price, prices are usually lowered sequentially to improve sales (i.e. sequential anchoring) and 

create a less attractive price point for new entrants. This gradual and sequential anchoring is continued until either a stable price with an 

acceptable margin is realized or competitive products are launched in the market.  A key benefit of this approach is that additional

margins realized could potentially be utilized to create “brand differentiation” and achieve competitive advantages ahead of competitor 

product launch. 

1 The image file is licensed under the Creative Commons Attribution 3.0 Unported License. Author: Craig Chelius 

• Leveraging any existing strong brand 
equity in the market

How to achieve this?
The pricing strategy should be designed 
and clearly defined well before the new 
product launch. Some key activities suc-
cessful companies are undertaking are:

• Identify potential consumer segments 
that would be early adopters for these 
products or services

• Understand pricing power by leveraging 
willingness to pay and price-benefits 
tradeoff in the target segments

• Align price strategy and value proposi-
tion for the target segments

• Show appreciation to early adopters 
through continuous and superior prod-
uct support and customer experience

Following this approach, a company 
can improve price realization for the 
new product by leveraging sequen-
tial price anchoring. Price anchoring 
is a pricing strategy where a company 
charges a relatively high price for a lim-
ited duration when a product with sub-
stantial competitive advantage (for e.g. 
an innovative, new-to-market product) 
is launched. The objective with price 
anchoring is to “skim” off consumer seg-
ments’ willing to pay a premium to ex-
perience the product sooner. Once the 
sales volume begins to decline at the 
initial launch price, prices are usually 
lowered sequentially to improve sales (i.e. 
sequential anchoring) and create a less 

attractive price point for new entrants. 
This gradual and sequential anchoring 
is continued until either a stable price 
with an acceptable margin is realized or 
competitive products are launched in the 
market.  A key benefit of this approach 
is that additional margins realized could 
potentially be utilized to create “brand 
differentiation” and achieve competitive 
advantages ahead of competitor product 
launch.

When a competing product is launched 
in the market, three pricing scenarios can 
arise based on the competitive price point:

1. Competitor launches the product 
at a lower price: This is the most likely 
scenario; based on perceived value of this 
new product in the market and the price 
differential, the company can sequential-
ly reduce price points to align with the 
competition and the market.

2. Competitor launches the product at 
a comparable price: This is a favorable 
scenario where the company has been 
able to establish itself as a first mover and 
price leader. The company can focus on 
non-price attributes of the product to ar-
ticulate differentiation and value.

3. Competitor launches the product 
at a higher price: This might signal a 
missed opportunity for the company 
– where it could have potentially charged 
a higher price point at launch. Based on 
perceived value & differentiation of this 
new product in the market and the price 
differential, the company can look to im-
prove its price realization by increasing 

price points to match with the competi-
tion and the market.

What this means to the 
company?
Employing a well designed strategy for 
pricing new-to-market products, a com-
pany can gain significant advantages and 
reap benefits associated with higher mar-
gins and establishing strong foothold in 
the market. The company can look to:

• Improve price realization on the catego-
ry of products (i.e. the new-to-market 
products and services)

• Define and deliver right value proposi-
tion to consumers

• Leverage skimmed dollars to create 
competitive advantage

The company should take into account 
certain key considerations on price 
moves while employing sequential price 
anchoring

Set right price along the anchoring 
curve: Anticipating competitive product 
launches (i.e. timeline and price points) 
can help identify the inflection points in 
the price curve and the levels for price 
moves.

• Create barriers to entry / launch for new 
competitors / products: Presence of a 
high price might attract competitors 
into the market. Timely adjustments to 
the price point would distract new en-
trants / product launches since it limits 
revenue potential for the product).

• Create broader appeal and capture larger 
market: Sequential price moves can attract 
new consumer segments to adopt the 
product, thereby expanding the market.

Case in point
Apple’s iPhone pricing is a classic ex-
ample of price anchoring. When it was 
launched in June 2007 (with AT&T), the 
8GB iPhone was priced at $599*.Subse-
quently, Apple dropped the price down 
to $399* (just 68 days after the launch!). 
Since then, iPhone 3G was launched in 
July 2008 at a price tag of $199* (8GB 

Figure 1: Technology Adoption Lifestyle
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model). Currently, the model sells at $99*.

What the company  
should be aware of?
Like any pricing strategy, there are some 
risks the company should be aware of 
when considering a price anchoring ap-
proach:

• Defining the anchor price: Setting this 
too high might deter even early adopters 
and negatively impact brand value. To 
mitigate this, the company should have 
a detailed understanding of the willing-
ness-to-pay in the target segments and 
also potential competitive price down 
the road.

• Value (i.e. levels) of sequential price 
reduction: Drastic price cuts from the 
initial high price can leave a bad taste 
in the mouth for early adopters, jeop-
ardizing future product releases. The 
company should have a well thought 
out step curve for sequential anchoring, 
thereby avoiding drastic price cuts. This 
helps balance barriers to entry / launch 
and price points to achieve better cus-
tomer experience.

• Time to sequential price reduction: 
Price cuts that are too soon from the 
initial high launch price can also dis-

please early adopters (i.e. feeling ripped 
off), jeopardizing future product releases. 
The company should have a well thought 
out approach and timeline for sequential 
price reductions that take into account 
any competitive product launches.

• Impact of staggered product launch 
across markets: If the launch windows 
across the world / regions are not aligned 
well, then achieving price anchoring can 
present challenges, e.g. it might be time 
to reduce price in one market while the 
product is being launched in another. In 
such a scenario, commanding the high 
initial price in the yet-to-be-launched 
market can be 
challenging. The 
company needs 
t o  a l i g n  t h e 
launch sequence 
in such a way 
as to be able to 
achieve its price 
anchoring strate-
gies.

In conclusion, 
setting the right 
anchor price at 
launch and driv-
ing sequential 
price moves are 

critical to product 
launch of innova-
tive, new-to-market 
products and servic-
es. Companies only 
get one chance to 
anchor the price ap-
propriately. Setting 
the right anchor price 
provides flexibility 
for subsequent price 
moves (i.e. sequential 
anchoring). Such a 
strategic and dynamic 
approach to pricing 
can help retain and 
improve competitive 
advantage in the mar-
ket. Additional mar-
gins realized through 
this approach could 

potentially be utilized to create “brand 
differentiation” and achieve competitive 
advantages. Companies should continu-
ously look for data and analysis that can 
provide better insights into the setting 
the initial anchor price and identifying 
when price moves should occur.

Endnotes:

1 The image file is licensed under the Cre-
ative Commons Attribution 3.0 Unported 
License. Author: Craig Chelius

 * Prices based on qualifying AT&T ser-
vice contract
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Exhibit 3. Illustration of sequential price anchoring for Apple iPhone since its launch 
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Figure 2: Illustration of Price Anchoring at Launch for New-to-Market Products

Figure 3: Illustration of Sequential Price Anchoring for Apple iPhone 
Since Its Launch
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Exhibit 2. Illustration of price anchoring at launch for new-to-market products
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When a competing product is launched in the market, three pricing scenarios can arise based on the competitive price point: 
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Despite their important im-
pact on loan volume, deposit 
balances, revenues and prof-
its, banks rarely implement 

pricing strategies that integrate cost, risk 
and market factors. Instead, pricing is 
often handled by a separate pricing team 
or even by the individual business lines 
that do not have the capacity to consider 
the big picture when setting rates for spe-
cific types of loans or deposits. 

In fact, when disparate committees or 
managers set prices, they are engaging 
in asset/liability management (A/LM). 
And while the A/LM committee may be 
monitoring the balance sheet, examining 
interest-rate risk and measuring liquid-
ity etc., in many banks, pricing is much 
more of an ad hoc function.

This article outlines steps to manage 
pricing across business lines and to for-
mally connect pricing with the overall 
A/LM effort:

• Develop a clear understanding of pric-
ing trade-offs.

• Define specific goals for pricing.

• Establish formal pricing guidelines.
• Develop a holistic pricing process. 
• Define pricing governance rules and 

organizational accountability.

Pricing that meshes with A/LM goals 
and is aligned with the bank’s strategy 
requires not only more executive atten-
tion but also more professional pricing 
processes, as well as a clear pricing orga-
nization with governance rules.

Develop a Clear 
Understanding of  
Pricing Trade-Offs
Loan volume growth and profit growth 
can be achieved at the same time, as 
many banks found during the years 
preceding the recent collapse. But max-
imizing both at the same time is simply 
not possible, and that’s what many bank 
executives fail to recognize when mak-
ing pricing decisions.

When there is a (negative) elasticity of 
demand to rate changes, profits will 
increase when loan rates go up so long 
as the effect of decreasing demand and 
resulting loan volume loss is less than 
the incremental margin generated by the 
higher rates. The specific profit-maximiz-
ing rate depends very much on the cost 
of funds and risk level for specific market 
segments, but it will always be different 
than the revenue-maximizing rate.

As a first step, management teams and 
asset/liability committees (ALCOs) must 
understand these trade-offs and identify 
which rate strategies generate more loans 
while balancing these goals with the ef-
fect on profits and other metrics. Cur-
rently, ALCO members in many banks 
lack measurement tools to obtain a ho-
listic view of the interrelated effects of 
pricing decisions. Specifically, an elastic-
ity-based quantification of the effects of 
pricing changes on key metrics for the 
bank (return on capital, liquidity ratios, 
profits, loan volume growth) is essential 

to guarantee intelligent arbitrages. For 
example, given the current importance 
of accumulating deposits for lending, es-
tablishing A/LM strategies based on an 
understanding of depositors’ sensitivity 
to interest rates is extremely valuable and 
requires close monitoring and testing.

The increased sophistication of products 
and services offered by most banks and 
credit unions makes the clarification of 
trade-offs more and more challenging but 
worthwhile, given the tremendous influ-
ence of pricing on the bank’s overall spread 
between total interest income and expense.

Define Specific  
Goals for Pricing
Once tools are in place to precisely de-
termine the effects of pricing decisions, 
the second stage in changing the man-
agement of pricing is clarifying your 
specific pricing goals. Executives fre-
quently disagree on pricing strategies. 
Typically, some executives are motivated 
to make pricing decisions that support 
sales growth (sales/operations, market-
ing); others aim for profit (finance, credit 
risk).

Given the sophistication of strategic 
pricing decisions bankers must make, it 
is important to uncover differences in 
opinions in a structured way and then to 
create strategic alignment.

For example, a regional U.S. lender re-
cently endeavored to define their pric-
ing strategy. First and foremost, that 
meant solving internal philosophical 
conflicts around pricing. To achieve 
that, managers completed a computer-
based questionnaire where they made a 
series of trade-offs among several poten-
tial outcomes of their pricing decisions. 
In one of the trade-offs offered, for ex-
ample, managers had to choose between 
higher revenue for the given year with a 
lower gross margin compared to higher 
revenue over a five-year period with a 

Structuring Loan Pricing to Enhance 
Asset/Liability Management

In many banks, pricing is an ad hoc 
function. Managed holistically, it can 
become a source of competitive advan-
tage. Banks need to evolve beyond risk- 
and cost-based pricing, as the authors 
explain. This article presents numerous 
pricing strategies that, although ex-
plained in the banking industry con-
text, can be applied in pricing prac-
tices across multiple industries. David 
Vidal is a director at Simon - Kucher 
& Partners and can be reached at 
David.Vidal@simon-kucher.com. Jens 
Baumgarten is a managing partner at 
Simon - Kucher & Partners and can 
be reached at jens.baumgarten@ 
simon-kucher.com. 
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higher return on capital over the same 
period. The dynamic trade-offs became 
more and more difficult as the respon-
dent moved through the questionnaire 
in order to further clarify his or her stra-
tegic vision for pricing based on his or 
her previous answers. For this lender, the 
approach revealed and explained differ-
ences both in the perception of what the 
current strategy was and in what man-
agers believed the optimal pricing strat-
egy should be. The pricing implications 
of various market pressures and risks for 
the bank were perceived very differently 
across the management team. Presenting 
the results of this exercise and sharing 
the reasoning of each manager helped to 
structure the discussion on loan pricing 
goals and create consensus. Ultimately, 
by achieving strategic agreement on the 
pricing goals, managers were able to es-
tablish formal pricing strategies in the 
ALCO. For example, the bank estab-
lished a set of predetermined competitive 
reactions for each loan term in order to 
avoid impulsive decision making.

Establish Formal  
Pricing Guidelines
Given the sophistication and multitude 
of products and services offered by most 

banks, ALCO or top management should 
obviously not be involved with all pricing 
decisions the bank makes. That’s why, af-
ter defining and ranking its goals for pric-
ing as described above, every bank should 
derive general pricing principles or guide-
lines and communicate them to product 
managers and salespeople (Figure 1).

A manager of a large U.S. bank noted 
how vital it is to develop pricing guide-
lines: “It was extremely important for us 
to draw up a set of pricing principles for 
our future price and product policies. 
We then had a clearly defined frame-
work. We can now refer to these pricing 
guidelines in all of our pricing discus-
sions. Having our seven commandments 
of pricing was extremely helpful in creat-
ing a more efficient pricing process.”

Develop a Holistic  
Pricing Process 
Bank executives today generally agree 
that there are opportunities to improve 
pricing strategy, analysis and deployment 
processes. More than ever, economic and 
regulatory conditions dictate that banks 
become more sophisticated and transpar-
ent with their pricing: regulatory pres-
sures on fees are mounting, consumers 

are more price sensitive, and price wars 
have intensified on products such as de-
posit accounts. Many banks, however, 
have yet to lay the groundwork for intel-
ligent pricing management by employing 
a professional pricing process, pricing or-
ganization and pricing governance rules. 

Experience shows that these three inef-
ficiencies in pricing processes are most 
prevalent:

• The absence of key pricing process 
steps and, thus, of key inputs for pric-
ing decisions. As stated above, many 
banks fail to derive clear pricing goals 
from their A/LM strategy (for example, 
which type and term of loans are needed 
most from an A/LM perspective). 

• The multitude of conflicting and unco-
ordinated information flows. In many 
banks, there is no structured process to 
balance conflicting goals and manage 
various optimization metrics (return on 
capital, profit, liquidity, charge-offs, pre-
payment levels, etc.). Also, a lot of banks 
fail to integrate supply-and demand-side 
analytics for pricing. Typically, the risk 
management, marketing, treasury and 
finance teams provide different inputs, 
but there is no team designated to com-
pile and reconcile these reports.

• The lack of clear timing and sequenc-
ing of specific pricing sub-processes. 
Typically, banks do not differentiate stra-
tegic/cyclical and tactical/ongoing pricing 
decisions, as well as the related process 
steps. The absence of a systematic pric-
ing process ultimately results in a lack of 
transparency on current pricing practices 
and in suboptimal pricing decisions.

A four-stage plan that starts with defin-
ing strategic pricing goals all the way 
through implementing and monitoring 
pricing measures (Figure 2) is recom-
mended. Price monitoring is especially 
important in lending and commercial 
banking, where final prices are mostly 
determined through negotiations. Most 
banks generate improvements of 2 per-
cent to 5 percent in cost/income ratio 
when they improve their pricing pro-
cesses.

Figure 2

Pricing Guidelines Design

Profit first

Bank A’s main goal is profitable growth. The products of department X 
have to be profitable as a whole. The customer’s utility value and will-
ingness to pay, costs and competitive prices all determine future prod-
uct pricing structures.

Competitive/price  
positioning

Bank Y aims to position itself as a premium provider in the market. Ac-
cordingly, it charges higher prices for quality products and services. 
Hence, customers should view the products as having a consistent rela-
tionship in price and performance. The products’ prices must be in the 
upper quarter of the market’s price corridor.

Price elasticities

In the future, Bank Z will gather and analyze the most appropriate in-
formation to identify and track the most relevant revenue drivers for the 
business. As well as preferences, customers’ values and competitors’ 
prices, Bank Z will assess customers’ willingness to pay and product 
price elasticities.

Self-selection Customers have the freedom to choose which products or services they 
want. Customers choose products to meet their individual needs.

Figure 1: Banks Should Define Pricing Guidelines



 PRICING ADVISORThe

www.pr ic ingsociety.comA Professional  Pr ic ing Society Publ icat ion

3535 Roswell Road, Suite 59 
Marietta, GA 30062 
770-509-9933

� August �010

Define Pricing Governance 
Rules and Organizational 
Accountability 
In most industries, pricing has been es-
tablished as a key function and clear pric-
ing governance rules have been defined 
(airlines, hospitality, retail, telecommu-
nications etc.). For banks, however, pric-
ing is still rarely governed by transparent 
rules, nor does it have an organizational 
home or management role dedicated to 
it, such as a “Head of Pricing.”

When establishing a pricing organiza-
tion and governance organization, banks 
need to answer, among others, the fol-
lowing questions:

• Who is responsible for determining 
prices for banking products?

• Who awards discounts (for example, for 
large loans), in what form and to what 
extent? What are the escalation points 
for discount authorization?

• How do different organizational functions 
(marketing, credit risk, finance, sales, ana-
lytics, information technology) interact 
and coordinate when it comes to pricing? 
Is there a dedicated pricing committee?

• Where should the price management 
function be located within the organiza-
tion?

• What information is needed to make 
educated pricing decisions? How should 
the necessary data be managed? By 
which function?

Research in the financial services sec-
tor has shown that in the vast majority 
of institutions, pricing is still managed 
independently within the diverse busi-
ness lines. As a result, pricing managers 
of different lending and deposit products 
do not interact or are not equipped with 
all relevant information, which results in 
suboptimal pricing decisions. 

Senior management must be involved to 
clarify pricing goals and to bring togeth-
er necessary resources, but that is not 
enough. Pricing needs an organizational 
home with a dedicated manager coordi-
nating the pricing process. Two types of 
pricing organizational structures exist: 
dedicated pricing departments and cross-
functional pricing committees that coor-
dinate individual pricing responsibilities.

The first approach—a dedicated pricing 
department—makes it possible to clearly 
assign roles that usually have no owner-
ship and allows for more functional pric-
ing expertise. This enables the bank to 
build up pricing as a core competency 
and use it as a strategic instrument (more 
resources available to develop tools, best 
practices, methodologies, etc.). Dedicat-
ed pricing departments, however, come 

at a higher cost and offer less flexibil-
ity than using resources and combining 
them in cross-functional teams. 

The most appropriate form of pricing 
function depends on each bank’s respec-
tive strategy, structure and resources. In 
any case, it is essential that the roles and 
responsibilities of each function are clear-
ly defined, that there is adequate staffing 
and that there are clear lines of coopera-
tion and authority to ensure maximum 
efficiency in coordinating the role of the 
various pricing stakeholders.

Pricing for  
Competitive Advantage
Given the increased attention of custom-
ers and regulators to banks’ pricing prac-
tices, the management of these practices 
must quickly evolve and go beyond the 
industry’s current norm of risk- and cost-
based pricing.  Establishing pricing as 
a core competency and competitive ad-
vantage requires executive leadership and 
the integration of A/LM requirements, 
as well as a clear pricing process, organi-
zation and governance. With the recent 
industry disruptions and the resulting in-
crease of government oversight, the time 
has come to focus on these topics. Banks 
that develop pricing into a core manage-
rial competency will find the recovery 
smoother and more profitable than banks 
that fail to seize this opportunity.

- 1 - 

Best-in Class Pricing Process for Banks 
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Figure 2: A Four-Stage Pricing Process Pricing Strategy/Pricing Analytics and Optimization Models/Pricing Systems/Pricing Implementation
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More and more companies 
are turning to sophisti-
cated software programs to 
improve their pricing ca-

pabilities.  While most implementations 
are successful and deliver tremendous 
results to clients, not every implemen-
tation is an automatic homerun.  Long 
before a software implementation begins, 
companies can prevent potentially exten-
sive mistakes by asking themselves a few 
simple questions to ensure that 1) pricing 
software is an appropriate investment, 2) 
companies are implementing the appro-
priate pricing modules, and 3) the ven-
dor selected is able to meet their needs.   

Is software an appropriate 
investment for us at this 
time? 
Though pricing software can benefit a 
wide variety of commercial organiza-
tions, different companies will likely 
find themselves in very different situ-
ations from a needs and current-state 
technology standpoint.  Your current 

enterprise resource planning (ERP) set-
up will play a major factor in whether 
a pricing software implementation en-
counters smooth sailing or is fraught 
with difficulties.  A few basic questions 
can help companies decide if making a 
large investment in software is right for 
them at this time. 

How many ERP systems are in operation 
today? While some companies have all 
of their business units operating within 
a single instance of a single ERP system, 
many companies will have different busi-
nesses and/or different regions operat-
ing with either multiple instances of the 
same ERP program or multiple instances 
of multiple ERP systems (as is often the 
case after acquisitions occur).  The more 
ERP systems and instances of those sys-
tems in place, the more difficult and ex-
pensive it will be to connect pricing soft-
ware to all of them.   

How stable are our ERP systems? Since 
pricing software at a minimum receives 
data from - if not directly interfaces 
with - your existing ERP systems, it’s 
best to review your future plans for 
existing ERP systems before making 
plans to bolt additional software onto 
them. If you’re planning a drastic change 
in your ERP system two years from now 
it probably does not make sense to in-
vest time and money on a software im-
plementation that will likely have to be 
rebuilt or reconfigured just a few months 
or a year later.  

How accurate is our transactional and 
costing data in the system? Even great 
software can’t cure all of your data prob-
lems. If business users do not trust the 
current pricing or costing data in your 
systems today, they likely aren’t going to 
trust it in any new pricing software ei-
ther. Automating analyses with bad data 
is a road to nowhere benefits-wise. It’s 
best to first develop data users trust be-
fore building a sophisticated tool. If you 

are unable to get your data under con-
trol and users constantly require manual 
adjustments to data, pricing software is 
generally not the answer to your prob-
lems. 

Note: Perhaps weary of some companies’ 
hesitance to make a large investment in 
technology in today’s market, some ven-
dors have recently begun offering their 
software under a “software as a service” 
model (SaaS).  In this setup, a provider 
licenses an application to customers as a 
service on demand either through a sub-
scription or a “pay-as-you-go” model.  
Companies unsure of their ERP future 
may want to consider this option to 
avoid fears of throw-away implementa-
tion work and expenses.  

Which pricing modules 
should we implement? 
Software vendors often divide their 
pricing software suites into a number of 
modules that can be implemented ei-
ther separately or together as a whole.  
Most of these modules break down into 
four categories: price analytics, price ex-
ecution, price administration, and price 
optimization.  Once a company is con-
fident that a software implementation is 
appropriate for them, a few simple ques-
tions can help them decide which pricing 
modules are appropriate for them. 

What aspects of pricing do 
we struggle with today? 
Companies that are typically over-
whelmed by data analysis would be 
served well by an analytics implemen-
tation; while companies looking to ex-
pedite and track the pricing approval 
process will be very interested in price 
execution software.  Companies that 
frequently suffer from invoicing errors, 
complex pricing designs, and a large 
number of pricing records would benefit 
greatly from price administration mod-
ules.  And companies that have difficulty 
identifying and segmenting high-value 

The First Questions to Answer Before 
Beginning a Pricing Software Implementation

Pricing software can be a great asset to 

your organization if you choose the best 

solution to meet your pricing practice’s 

specific functionality and reporting 

needs. However, choosing the wrong 

solution can lead to frustration and lost 

investment capital. It is important to 

prevent potentially extensive mistakes at 

the beginning by asking yourself and po-

tential vendors a few simple questions, 
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customers are likely candidates to benefit 
from price optimization modules.    

Who are my targeted users for the soft-
ware? As pricing modules vary in pur-
pose, they also vary in targeted user 
groups. Analytics software can be used 
by anyone from sales to finance to mar-
keting, while many price execution 
modules are based on ac-
count managers entering 
deals into the system for 
deal scoring and pricing 
approval workflow.  Some 
companies are hesitant to 
have account managers use 
software due to fears that 
software use will reduce 
customer face time - if your 
business directors and sales 
managers do not want ac-
count managers using software an ex-
ecution module is probably not a good 
idea for you. 

Which software vendor  
is right for us? 
Though vendors offer similar pricing 
modules with many common features, 
there are still several functional and 
technical differences between the ven-
dors in addition to differences in look 
and feel.  When debating the merits of 
various vendors, companies should ask 
themselves the same questions they ask 
whenever they evaluate potential soft-
ware partners in addition to pricing-spe-
cific questions.  

What vendor is best for the 
software modules we’re 
interested in? 
If a vendor has a great analytics module 
but does not offer execution or adminis-
trative options, they might be perfect if 

you are interested in analytics only, but 
would be a bad choice if you had plans 
to incorporate price execution software 
in the future.  Likewise another vendor 
might have a great optimization module 
- but if you’re unlikely to implement it be 
sure to judge the vendor’s merits on the 
modules you do plan on implementing 
instead. 

How much customization  
do we prefer? 
While pretty much every software ven-
dor allows for some sort of customiza-
tion, some vendors will build custom 
solutions for clients while others rely 
more on adjusting out-of-the-box solu-
tions based on industry best practices 
and previous client requests.  Based on 
a customer’s potentially varying needs 
for customization, some vendors will be 
more or less appropriate to meet their 
needs. 

How stable is the  
software vendor? 
Many pricing software firms have 
emerged and flourished over the past 
decade.  Your targeted vendor need not 
have a 25 year company history, but they 
should at least be able to provide some 
sort of details to prove their future vi-
ability.   

What is the vendor’s  
strategy and direction? 
Companies should ask vendors to share 
their long-term strategy and future re-
lease schedule for each module.  Vendors 
should also be willing to describe their 
long-term vision for their product - in-
cluding potential functional upgrades 
and enhanced integration abilities with 

other ERP programs.  A 
lack of a documented 
strategy could be a red 
flag.  

What kind of 
relationship are 
we looking for? 
Many vendors have been 
so successful selling soft-
ware that they often rely 
on outside consultants 

to provide implementation support, if 
not manage the entire implementation.  
Companies that prefer more direct re-
lationships with software vendors need 
to decide if bringing a separate consult-
ing partner into the implementation is a 
problem or a workable arrangement. 

 Pricing software can be a great asset to 
your organization. The preceding ques-
tions are certainly not all of the ques-
tions you need to answer before mak-
ing a pricing software vendor selection, 
but are some important questions not to 
overlook early on in your decision pro-
cess.  By taking a quick pause to ensure 
software is right for you, that you’ve se-
lected the right software modules, and 
that you have selected the vendor that 
best meets your needs you can make sure 
your investment produces the maximum 
return on investment with the fewest 
headaches.

Many vendors have been so successful 
selling software that they often rely 
on outside consultants to provide 
implementation support, if not manage the 
entire implementation.


